This study appraised the preparedness of Economic Community of West African States (ECOWAS) towards the adoption of a common currency by analysing the degree of symmetry and sizes of identified shocks across member countries. The analysis was situated within the framework of the Optimum Currency Area (OCA) theory and the structural vector autoregressive (SVAR) model was employed on secondary data from 1975 to 2015. The findings reveal that external supply shocks across ECOWAS countries are symmetric except for Sierra Leone, while demand, supply and monetary shocks among member countries are asymmetric. The absolute relative sizes of the different shocks across member countries are high and different in sizes. This implies that ECOWAS countries are not fully prepared to adopt a common currency and the fixed exchange rate as a stabilization policy for the entire West Africa. Hence ECOWAS governments should further shift the targeted date beyond 2020 to create ample time for member countries to get fully prepared.
INTRODUCTION
The desire to strengthen economic integration and regional stability has motivated economic blocs across the World to assess the possibilities of establishing a common market and introducing a common currency that will facilitate economic transactions. This is achievable only if a group of countries are willing to sacrifice their monetary autonomy and implement a common stabilization policy.
Inspired by the benefits of a monetary union, the ECOWAS Heads of States adopted a two-track approach to set up a common Central Bank for the entire region with the introduction of a common currency. The creation of a second monetary union called the West African Monetary Zone (WAMZ-Gambia, Ghana, Guinea, Nigeria, Liberia and Sierra Leone) in 2003 was considered as the first tract, while the rebirth of a broader monetary union that will merge the existing West African Economic and Monetary Union (WAEMU-Benin, Burkina Faso, Côte d"Ivoire, Mali, Niger, Senegal and Togo) and the newly created WAMZ is considered as the second track.
The standard framework that examines the desirability of a monetary union is premised on the Optimum Currency Area (OCA) theory introduced by Mundell (1961) , extended by McKinnon (1963) and further enriched by Kenen (1969) and Ishiyama (1975) emphasizes on the symmetry of shocks that resonate across a group of countries contemplating to form a monetary union. Symmetric shocks are crucial because they provide information on the costs and desirability of a union"s monetary policy (Tsangarides & Qureshi, 2008; Karras, 2006; De Grauwe, 2005) . Thus, countries that exhibit high co-movements in their economic activities can proceed to a monetary union because they are likely to experience similar economic shocks with less cost.
Even though the key issues enshrined in the OCA theory among other strategies have been frequently discussed by ECOWAS governments and ratified in the various Treaties, member countries still remain vulnerable to high asymmetric shocks. Tsangarides & Qureshi, (2008) and Karras, (2006) observed that the shocks that resonate across ECOWAS countries are uncorrelated implying that the adoption of a common stabilization policy will be costly for member countries. The asymmetry of shocks across ECOWAS is due partly to the differentials in their major exports. IMF Report (2007) reveals that Nigeria is the largest Country and the greatest oil exporter in the region while prospective union members" international trade is heavily skewed towards commodity exports, thus making the terms of trade shocks highly uncorrelated across the region.
The vulnerability to asymmetric external and domestic shocks in the entire region portents a high cost of forfeiting monetary autonomy by member countries to a common Central bank, yet ECOWAS countries have expressed their desire to introduce a common currency for the entire region by the year 2020. Therefore, the main objective of this study is to appraise the preparedness of ECOWAS towards the adoption of a common currency for West Africa.
The structure of the study is as follows: Section 1 ushers in the introduction; Section 2 discusses the theoretical underpinnings as well as the empirical literature. Section 3 presents the methodology and sources of data. Section 4 presents the results and analysis, while the conclusion and recommendations are contained in Section 5.
LITERATURE REVIEW

Theoretical framework
The discourse on the costs and benefits of establishing a monetary union is rooted in the Optimum Currency Area (OCA) theory introduced in the early 1960s by Robert Mundel and further enriched by McKinnon (1963) , Kenen (1969) and Ishiyama (1975) . The theory proceeded from the debate on the importance of fixed versus flexible exchange rate regimes and was also motivated by the malfunctioning of the Bretton Woods System of fixed exchange rates. While Friedman (1953) emphasizes on the relative importance of the floating regime as a basic condition for free trade because it has the ability to ease the process of adjustment to external shocks, Krugman (1990) rather submits that the fixed exchange rate regime confers a degree of stability between the participants and the numéraire country (countries), as well as between the participants. Proponents of the OCA theory go beyond the two contending views, stating clearly the conditions that must be fulfilled by countries wishing to form a monetary union.
An important perquisite entry condition for an optimum currency area according to Robert Mundell is that member countries should allow the "free movement of factors of production" (i.e. labour, wages, or capital) across the region. Mundell"s (1961) submission underscores the appropriateness of a common currency predicated on the symmetry of both supply and demand shocks in a regional bloc. Thus, mobility of factors of production balances the surpluses and deficits of member countries (Alturki, 2007) and automatically stabilizes asymmetric shocks (Kochanová, 2008) . In 1973, Robert Mundell complimented his earlier proposition, acknowledging that candidates for a monetary union should also promote "portfolio diversification" for international risk sharing. The simple reasoning here is that countries are not hit by severe asymmetric shocks when they share portfolio diversification in capital markets (Ling, 2001 ) since financial capital moves much more easily than physical capital and labour (Broz, 2005 and McKinnon, 2004) .
Extending the OCA theory, McKinnnon (1963) propounded that "trade openness" is a decisive criterion for a monetary union and not factor mobility as initially proposed by Mundel (1961) . Robert McKinnon argued that economies are more likely to adopt a fixed exchange system, the moment they become more open to one another. An important criterion that adds credence to the OCA theory is a country"s "diversification of production" propounded by Kenen (1969) . More diversified economies according to Kenen, are less prone to different types of shocks; provide more job opportunities and posses a high candidacy level for a monetary union. Consequently, diversification of production in a regional bloc can maintain internal stability of prices; thus, omitting the need of exchange rate as an adjustment mechanism. Kenen also underscores the need for a well coordinated fiscal and monetary policy in guaranteeing the success of monetary integration. Sheik"s (2014) supporting Kenen"s view submits that fiscal policy integration would allow countries of a monetary union to redistribute funds to a member country affected by an adverse country-specific disturbance thereby guaranteeing the stability of the monetary union. Ishiyama"s (1975) contribution to the OCA theory cited in Broz (2005) suggests that candidate countries of common currency should possess "inflation and wage stability" as this would signal similarities in economic structure and policies. These similarities foster a more balanced current account and trade among member countries, and therefore curbs the need for nominal exchange rate adjustment (Mougani, 2014) .
The key criteria for an optimum currency area advanced by Mundell (1961) , McKinnon (1963) and Kenen (1969) are factor mobility, trade openness, product diversification and similarity of inflation rates and wage stability. However, Krugman (1993) and Mongelli"s (2002) Tavlas (1993) , Tavlas (2009), Dellas and Tavlas (2009) submit that a successful monetary integration is incumbent on the "political will and interregional compensation" schemes of member countries.
Analyzing the preparedness of ECOWAS towards a common currency is situated within the framework of the Optimum Currency Area theory because key issues ratified in various ECOWAS Treaties are enshrined in optimum currency area theory.
Empirical literature review
A plethora of studies have evaluated the viability of a currency union by identifying the degree of symmetry of shocks among a group of economies using the structural vector auto regressive (SVAR) approach, introduced by Bayoumi and Eichengreen (1992), premised on the Blanchard-Quah decomposition of shocks between supply side and demand side to operationalize the optimum currency area theory.
Based on the Blanchard-Quah framework, Bayoumi and Eichengreen (1992) explored the size of shocks and the speed of adjustment to these shocks to the results from US annual regional data from 1970 to 2008. They found that the underlying shocks are significantly more idiosyncratic across EC countries than across US regions, In another related study, Bayoumi and Eichengreen (1994) found that currency unions were feasible among clusters of regional blocs in East Asia countries, Western European countries, Latin American countries and North American countries including Canada and United States. Many studies across Europe have produced similar results using the SVAR: Ramos and Suriach (2004); Frenkel and Nickel (2002); Broz (2008) and Marinas (2012) . Ramos and Suriach (2004) showed that shocks are more asymmetric in candidate countries than in current Euro-zone members. Similarly, Horvath and Rátfai (2004) showed that the shocks of EMU members and candidate countries wishing to join the EMU were idiosyncratic, implying that the enlargement of the EMU will require a costly process.
Many studies have ex-rayed the feasibility of the Asian and Latin American monetary unions by evaluating the degree of symmetry in macroeconomic disturbances of member countries predicated on the Blanchard and Quah methodology. Almost all the studies are unique in their conclusion suggesting that shocks among member countries were asymmetric. For instance, Sato, Zhang and McAlee (2005) , Koh and Lee (2010) ; Ling (2001) ; Tang, (2006) ; Jeon and Zhang (2007) ; Huang and Guo (2006) using the SVAR, reached the conclusion that a fully-fledged currency union in the Asian region is not necessary but rather smaller sub-groupings could possibly form a monetary union. The strand of literature on Latin American (LM): Bayoumi and Eichengreen (1994), Licandro (2000) , Hallwood, Marsh and Scheibe (2006), Foresti (2007) , McKnight and Sánchez (2014) among others havee a unique conclusion -the formation of a LM monetary union is not feasible.
Literature on the feasibility of the Gulf Cooperation Council (GCC) monetary union using the AD-AS framework is vast. Abu-Bader and Abu-Qarn (2008) found that GCC demand shocks were asymmetric implying that they were not good candidates for a successful monetary union. Al-Turki (2007) , Benbouziane, Benhabbib, and Benamaar (2010), Louis, Balli and Osman (2010) among others Alshehry and Slimane (2012), Kandil and Trabelsi (2012) and Arfa (2012), also reach a similar conclusion.
Studies in Africa that have used the AD-AS framework to analyse the viability of a monetary union among different regional sub groupings have little nuances. Buigut and Valev (2005) established that economic shocks of SADC economies were not highly correlated across the entire region, hence they may benefit from a currency union. Njoroge, Opolot, Abuka and Okello (2011) submitted that a monetary union for Common Market for Eastern and Southern Africa (COMESA) was possible but might however make member countries more vulnerable to shocks, thereby limiting the potential benefits of monetary integration. Sheikh, Zarina and Aslam (2013) and Mafusire and Brixiova (2013) in their studies concluded that macroeconomic convergence was impossible for EAC countries.
Few studies have analysed the degree of symmetry of shocks across West African States using the SVAR mode. Addison, Opoku-Afari and Kinful (2005) (2012) in separate studies extended the previous model to a four-shock VAR model for ECOWAS. Their results are consistent showing that the relative responses of the economies to external disturbances are highly asymmetric as well as the correlations of supply, demand and monetary shocks among the countries. They suggested that for main time, ECOWAS should not proceed with the eco, since the costs will outweigh the benefits. Their results agree with an earlier finding by Houssa (2008) who used a dynamic factor model
METHODOLOGY
Source of data
The data sets for the analysis are extracted from various issues of the International Financial Statistics published by the IMF, World Development Indicators published by World Bank and WAMA indicators published by the West African Monetary Agency. The study covered the period 1975 to 2015 to considerably take into account all the protocols and agreements meted out by ECOWAS and also, to fully capture the behaviour of the macroeconomic variables with respect to the convergence criteria. The variables used in the study are: World oil prices (WOP) global GDP (GGDP), real gross domestic product (RGDP), real effective exchange rate (REER) and domestic prices proxied by inflation (INF). Annual data for 14 ECOWAS economies, namely Benin, Burkina Faso, Cape Verde, Cote d"Ivoire, Gambia, Ghana, Guinea, Guinea-Bissau, Mali, Niger, Nigeria, Senegal, Sierra Leone, and Togo. Liberia was not considered due to paucity of data.
Model specification
The study employed the SVAR premised on Blanchard and Quah (1998) AD-AS framework extends the 2-variable VAR and 4-variable VAR model used in the literature to a 5-variable VAR model to examine the degree of symmetry and/or asymmetry of macroeconomic shocks among ECOWAS economies. Based on this analytical framework, countries will adopt a common currency if the shocks affecting the participating economies are positively correlated (symmetric) and vice versa. The structural model is decomposed by specifying the five shocks world oil price (WOP), global GDP (GGDP), domestic real GDP (DRGDP), real effective exchange rate (REER) and inflation (INF), as follows:
The 5x5 matrix (A i ) provides the impulse responses of endogenous variables to structural shocks. ϵ = [ WOP, GGDP, DRGDP, REER, INF], comprising of external world supply shock ( WOP, GGDP) domestic supply shock ( DRGDP), domestic demand shock ( REER), and monetary shock INF), respectively and are assumed to be serially uncorrelated. The long run restrictions are as follows:
World oil price is considered to be strictly exogenously, implying that A 11 (L) ≠ 0, while A 12 (L) = A 13 (L) = A 14 (L) = A 15 (L) = 0. Global real GDP strictly evolves exogenously implying that A 21 (L) ≠ 0 and A 22 (L) ≠ 0, while A 23 (L) = A 24 (L)= A 25 (L) =0.
Domestic real GDP is affected exclusively by supply shocks in world oil prices and global real GDP. Thus,
Real effective exchange rate is assumed to be affected only by shocks from the world oil price, global output, domestic supply shocks and domestic demand shocks,
Lastly, domestic price is assumed to be strictly endogenous, meaning that prices are affected by shocks from the world oil price, in global GDP, domestic supply, demand shocks as well as monetary shocks. Thus, A 51 (L) ≠0, A 52 (L) ≠ 0, A 53 (L) ≠ 0, A 54 (L) ≠ 0 and A 55 (L) = 0.
The new decomposed model with restrictions can be represented in the matrix form:
The long run restrictions have been imposed to identify the structural underlying shocks. World oil prices (WOP) and global GDP are exogenous to country-specific domestic shocks, while all domestic variables are affected by shocks in world oil prices and global GDP.
PRESENTATION AND ANALYSIS OF RESULTS
Before implementing the multivariate SVAR model, the variables were screened in order to avoid spurious regression and ascertain the order of integration (stationarity) of the series by employing the Augmented Dicky-Fuller (ADF), Phillips Perron tests and the correlogram approach 1 (Appendix 1). The results indicate that the variables of all the countries except Seirra Leone and Senegal have unit roots at levels. But after differencing the series once, all the variables became stationary at various levels of significance. Both ADF and PP tests provide conflicting results for the global GDP of Sierra Leone and domestic price for Senegal. However, this was settled with the use of spectra analysis which shows that both variables are integrated of order one. All the results satisfy the diagnostic tests.
Diagnostic tests
Appendix 2 shows the optimal lag lengths and serial correlation LM tests for the different VAR models. The different optimal lag lengths were chosen in order to ensure that the estimations of the structural VAR are consistent. The result reveals that only the VAR estimates of Benin, Ghana, Sierra Leone and Togo are in conformity with the Akaike Information Criterion (AIC) and the Swartz Information Criterion (SIC) lag selection criteria. The estimated SVAR models for the rest of the countries exhibited serial correlation at their original lags and thus, the appropriate lag lengths were selected based on the absence of the serial correlation test as indicated on Table 2 The results of the serial correlation LM tests indicate that all the models at the chosen lags are free from serial correlation because the p-values in the brackets are greater than 0.05. Hence, the models are robust at their chosen lags.
Stability test
The next important test that follows the serial correlation LM-test is the VAR stability test. The estimated VAR model is stable (stationary) if all roots have modulus 1 ADF test:
∑ : ΔX t is the first difference of the series X, k is the lag order, t is the time. PP test:
( ) a, b, and c are the coefficients and T is the total number of observations. Therefore, the ADF and PP unit root tests posits a null hypothesis = 0 versus an alternative hypothesis < 0, where the ADF and PP statistics is compared with the observed Mackinnon critical values. less than one and lie inside the unit circle (Agung, 2009) . Certain results (such as impulse response standard errors) are not valid if the VAR is not stable, (Eviews Help Menu, version 9.5).
Appendix 3 presents the VAR stability test for ECOWAS in the study sample. The results show that all the roots of the VAR model have a modulus less than one. Thus, the estimated VAR models of all the ECOWAS countries under consideration fulfil the stability condition. All initial preliminary VAR diagnostics have been fulfilled which permits the study to proceed with further analyses.
Identification and correlation of structural shocks
The traditional OCA theory lays emphasis on the importance of symmetric shocks for countries contemplating to form a monetary. The decision criterion is that a positive and significant correlation indicates that the shocks are symmetric, while negative or not statistically significant implies that the shocks are asymmetric. The results of the correlations of both external and domestic supply shocks, demand and monetary shocks among the ECOWAS economies are analysed in the following subsections.
Correlation of external supply shocks World oil price
Appendix 4 presents the correlation coefficients of supply shocks across ECOWAS countries, with respect to world oil prices from 1975-2015. The results indicate that the correlations of external supply shocks are positive and highly significant for all ECOWAS countries. This implies that all ECOWAS countries respond to changes in World oil prices in almost the same manner (symmetric). The reason for the high correlation is because the price of oil in the world market affects the economies of all countries in the ECOWAS region irrespective of whether they are oil producing countries or not. Thus, higher correlation of shocks from world oil prices will increase the benefits of forming a monetary union by ECOWAS countries.
Global Gross Domestic Product
Appendix 5 presents the correlation coefficients of external supply shocks across ECOWAS countries, with respect to global GDP from 1975-2015. The results indicate that the correlations of external supply shocks are positive and significant across ECOWAS countries except for few pairs of countries: Guinea Bissau-Cape Verde; Nigeria-Cape Verde, Senegal-Cape Verde; Senegal-Gambia; Togo-Nigeria; Togo-Senegal. The positive correlations of external shocks across ECOWAS countries show that their economies" respond to global shock is similar. Chuku (2012) attributes this similarity in shocks to the primary export-oriented structure of most West African economies. Thus, higher correlations from an external source suggest more benefits to ECOWAS countries because the adoption of a common currency will greatly reduce bilateral exchange rate distortions brought about by external disturbances. However, the correlations coefficients of Sierra Leone are negative. This implies that Sierra Leone"s response to global shocks is asymmetric to other ECOWAS countries.
External sources of disturbance greatly affect ECOWAS countries. That notwithstanding, the response to these disturbances in the region are similar, but for Sierra Leone that displays a different response pattern with respect to global GDP. The implication is that Sierra Leone may be worse-off in a monetary union based on these criteria.
Correlation of domestic supply shocks (Domestic real GDP (DGDP)
Appendix 6 presents the correlation coefficients of domestic supply shocks across ECOWAS. Among the pairs of countries studied, 17 pairs have insignificant correlation coefficients while 17 pairs have negative coefficients, making a total of 34 pairs of countries that have uncorrelated domestic supply shocks. This implies that domestic supply shocks across ECOWAS countries are largely asymmetric. The degree of asymmetry is justified because of the differences in the core primary export commodities among ECOWAS countries. However, the remaining 57 pairs of countries display positive and significant correlations. In a nut shell, ECOWAS countries exhibit different responses to domestic supply shocks and therefore, require different adjustment policies.
Domestic demand shocks
Appendix 7 provides the correlation coefficients of demand shocks among ECOWAS countries. The responses to demand shocks across ECOWAS countries are different because out of the 91 pairs of countries examined, only 38 have significant symmetric correlations in domestic demand shocks, while the rest display asymmetric responses. The results are similar to the findings of Fielding and Shield (2001) for the CFA zone. Chuku (2012) attributed the prevalence of asymmetric correlation in demand shocks to the weak inter-demand relationships among ECOWAS economies.
Monetary shocks
Appendix 8 shows the correlation results of monetary shocks among ECOWAS countries. Out of the 91 pairs of countries investigated, only 25 pairs of the countries have symmetric correlations in monetary shocks. The symmetry of monetary shocks is significant among WAEMU countries, whereas WAMZ countries have an asymmetric correlation of monetary shocks. The symmetry of monetary shocks among the WAEMU countries is due to the fact they belong to an already existing monetary. Hence, the response to a common monetary policy is likely to be similar. The other 66 pairs of ECOWAS countries either display negative or insignificant correlations between monetary shocks; implying that the potentials for symmetric adjustments within the context of a monetary union may not feasible.
Homogeneity of shocks
A one-way ANOVA analysis is used to categorize the nature of the shocks (symmetric/asymmetric) across ECOWAS countries. It is informative to know whether these shocks are heterogeneous (implying that forming a monetary union is costly) or homogeneous (implying that implying that forming a monetary union is costly). The basic idea is that if the identified shocks among ECOWAS countries have the same mean, then the shocks are homogeneous, otherwise heterogeneous. Secondly, it is important to measure the extent of volatility of supply and demand shocks because of policy stabilization. This is because smaller shocks imply less reliance to stabilization policies such as nominal exchange rate adjustments thereby making regional economies better candidates for a monetary union (Sheik, 2012) . The size of the shock is measured using the coefficient of variation (CV). A CV value of less than one implies homogeneity among sub groups, whereas a CV value of more than 1 signifies heterogeneity among sub groups suggesting that the degree of variability among them is wide (Fischer, 2000; Palmer & Reid, 2001) . Table 1 shows a summary result of both the one-way ANOVA test and coefficient of variance test. The probability values are zero, implying that the means of the supply, demand and monetary shocks differ across ECOWAS countries. Hence, the identified shocks are heterogeneous. Furthermore, the CV values are greater than 1 with the monetary shock having a relatively higher degree of variation from other shocks. This implies that policy responses will be different across ECOWAS countries; hence, the formation a monetary union in the region will be costly. Table 2 reports the absolute average sizes of both external and domestic shocks across ECOWAS economies. The different relative sizes of the shocks indicate whether the different stabilization policies will be synchronous or whether a common stabilization will address different macroeconomic disturbances across West Africa. This implies that a common stabilization policy will be rendered ineffective if the identified shocks are larger. The impulse response coefficients are used to evaluate the size of the shocks since it traces the effect of a one-unit shock in each of the five endogenous variables. Gambia (0.25%), Ghana (0.54%), Guinea (0.89%) and Nigeria (1.69%) respectively.
Size of identified shocks
The results indicate that the average supply shock cutting across ECOWAS appear to be smaller than the average demand and monetary shocks with values 0.76%, 8.8% and 9.6% respectively. Comparatively the average sizes of the disturbances are larger than the already established sizes for other monetary regions. For example, the average supply sizes for the following: Americas (0.06%), Western Europe (0.03%), East Asia (0.032%), SAARC (0.023%). The average demand sizes of demand shocks from other regions are: Americas (0.145%), Western Europe (0.022%), East Asia (0.44%) and SAAR (0.037%) (see Chuku, 2012) . Thus, the absolute relative sizes of the different shocks across West Africa are high, indicating that the fixed exchange rate as a common stabilization will not address the macroeconomic disturbances of respective ECOWAS economies.
Discussion of results
One of the key issues highlighted in the optimum currency area theory clearly spelt out by Mundell (1961) is that a group of countries opting for a monetary union should not be hit by asymmetric shocks. The findings of this study reveal that the responses to changes in external shocks by ECOAWS countries are symmetric. The findings are similar to that of Allegret Sand-Zantman (2007) (2012), the findings of this study reveal that the demand, supply, monetary and shocks are among ECOWAS countries are asymmetric. Studies similar to the above findings: Ramos and Suriach (2004); Frenkel and Nickel (2002) ; Broz (2008) and Marinas (2012) . Ramos and Suriach (2004) found that the enlargement of the EMU would require a costly process because they have idiosyncratic shocks. Kar (2011) argued that shocks across EU countries are different due to low labor productivity, lack of competitiveness, illicit flow of capital etc. On the contrary, the asymmetry of shocks across ECOAWS is characterized by weak inter-demand relationships among ECOWAS economies, low immobility of factors of production, non-diversification of their economies etc.
Though the findings of Sato, Zhang and McAlee (2005) ; Ling (2001) ; Tang, (2006) ; Jeon and Zhang (2007) among others Huang and Guo (2006) ; Koh and Lee (2010) etc suggest that a fully-fledged currency union in East Asia is not necessary, they however established that smaller sub-groupings could possibly form a monetary union. Their findings are analogous to this study because only WAEMU sub-set economies displayed similar responses to economic shocks. Therefore, smaller sub-regional groupings tend to validate the OCA theory as also evidenced in the work (Bayoumi & Eichengreen, 1994) who submitted that currency unions are only feasible among clusters of regional blocs in East Asia. Lastly, the sizes of the shocks are bigger and differ from that of other studies due to the time frame of the study as well as the inclusion of the oil price variable in the estimation model.
CONCLUSIONS
This study evaluated the preparedness of ECOWAS towards a single currency by analysing the degree of symmetry and sizes of the identified shocks across member countries. The analysis was situated within the framework of the OCA theory. The SVAR was employed on secondary data from 1975 to 2015. The findings reveal that external supply shocks across ECOWAS countries are positive and symmetric except for Sierra Leone. This implies that the adoption of a single currency with a common stabilization policy by all ECOWAS countries with the exception of Sierra Leone will greatly reduce bilateral exchange rate distortions caused by external disturbances, hence making them fit for a monetary union. However, the sizes of the shocks vary (higher for smaller economies and lower for larger economies) which might become asymmetric in the long run.
Secondly, domestic supply, monetary and demand shocks are asymmetric implying that ECOWAS countries for now require different adjustment policies because the potentials for symmetric adjustments within the context of a monetary union are not feasible. Thirdly, the absolute relative sizes of the different shocks across ECOWAS countries are high and different in sizes. The different relative sizes of the shocks indicate that adopting the fixed exchange rate as a common stabilization policy will not address the macroeconomic disturbances of respective ECOWAS economies. The recommendations that ensue from the findings are as follows:
ECOWAS governments should search their beam light on policies that will facilitate the diversification of their exports. The birth and re-birth of new quality products predicated on diversification will increase the export capacity of respective economies, reduce the rate of import demand across West Africa and strengthen the weak inter-demand relationships among ECOWAS economies which will in turn reduce the variability of demand shocks across ECOWAS economies.
Since factor mobility is an important perquisite entry condition to forming a currency union, ECOWAS countries need to relax policies that restrain factor mobility, payment of high custom duties and transit charges, high tariffs and delay in the process of documentation and requirements for product registration. Also, the governments need to improve and expand the network infrastructure across the entire region. All these will encourage the fast flow of capital from stronger economies to weaker economies across the region making the entire region to adjust faster and evenly to shocks. Secondly, the regulatory laws guiding the labour markets across West Africa need to be harmonized and made flexible. This will encourage labour mobility, easy resolution of labour conflicts, provide incentives for higher labour participation and foster better working conditions.
Thirdly, ECOWAS governments need to strengthen the intra-regional trade links among member countries by re-enforcing the already existing trade Treaties, ensuring that all trade barriers across the region are abolished. All these will increase the trade volume of respective economies and fast-track the creation of the expected common market that will greatly minimize the degree of macroeconomic disturbances across West Africa. However, governments of ECOWAS countries need to enforce the laws that govern cross-border transactions and put stringent measures to deter illegal trade transactions of goods and services across the entire region. This is because illegal trade is highly associated with macroeconomic disturbance and policy inconsistency.
The of asymmetry and different sizes of shocks among ECOWAS underscores the need for ECOWAS governments to further shift the targeted date beyond 2020 to create ample time for member countries to get fully prepared. Most importantly, WAEMU sub-set economies display similarity in the identified shocks, implying that English speaking West Africa countries (WAMZ) should be compelled to first of all form a second monetary union in the region. This will make them to fully understand the dynamics of how a common stabilization policy can reduce the variability of macroeconomic disturbances among member countries and how a one-size-fit all exchange rate policy facilitates economic and trade activities. 
APPENDIX
